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COMMISSION ©ON STATE MANDATES—Continued

traditional practice of using court reporters to record judicial pro-
ceedings. The GAO concluded that electronic recording provides a
better record of court proceedings and could save the federal judicial
system as much as $10 million annually.

We were unable to find any study which concluded that (1) reporters
were more accurate than electronic recording, or (2) electronic recording
was more expensive than stenographic reporting. Moreover, those agen-
cies that rely on electronic recording, such as the Public Employment
Relations Board and State Personnel Board, appear satisfied with their
arrangements. Thus, the preponderance of evigence indicates that hear-
ing reporters do not provide additional benefits that are sufficient to
justify the higher cost of using them to record the proceedings. In fact,
there is considerable evidence that reporters are both more costly and less
accurate.

Given the favorable experience with electronic recording devices re-
ported by other state agencies and the high marks given these devices by
the OAH, the Auditor General and the Department of Finance, we do not
see any reason for the commission to use a private, stenographic reporting
service. In lieu of stenographic reporters at a cost of $40,000 per year, the
commission could purchase two four-track, multi-microphone recorders at
an approximate one-time cost of $2,000.

Accordingly, we recommend the elimination of $40,000 requested for
external stenographic reporting services. We further recommend that the
commission be provided with funds to purchase two electronic recorders,
at an approximate cost of $2,000. This will result in a net General Fund
savings of $38,000 (Item 8885-001-001). '

Hearing Officers

We recommend that Item 8885-001-001 be reduced by $12,000 to elimi-
nate overbudgeting for hearing officer services. We further recommend
that the commiission report to the Legislature, prior to budget hearings,
regarding the extent to which, and in what capacity, it intends to employ
hearing officers in the budget year.

The budget requests $80,000 to fund the cost of hearing officer services
for the commission in 1985-86. Staff have indicated that the commission
intends to enter into an interagency agreement with the Office of Ad-
ministrative Hearings (OAH) within the Department of General Services
for these services.

Hearing officers generally are employed in administrative hearings to
ensure that (a) rules of evidentiary and procedural due process are fol-
lowed and (b) decisions are based on the evidence presented. In addition,
hearing officers often conduct pre-hearing conferences in an attempt to
informally resolve or at least narrow the issues which prompted the filing
of a claim.

The use of hearing officers to decide mandate test claims is consistent
with the intent of the Legislature that the commission be an adjudicative,
rather than merely an advisory body, and that it operate in a quasi-judicial
manner.

The comrnission, however, has yet to adopt a formal policy regarding
the use of hearing officers. An initial draft of commission regulations
specified the use of hearing officers only when “significant factual dis-
putes” arise in a claim filed with the commission, and then only to resolve
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the factual disputes. Subsequent draft regulations provide for hearin:
officers to cond%ct hearings and prepare draft decisions when so assigneg
by the commission chairperson. Given the intent of the Legislature in
enacting Chapter 1459, it would appear that the commission should make
maximum use of hearing officers.

According to staff of the commission, the $80,000 requested for hearing
officer services is based on the commission’s estimate that 1,000 hours of
service will be needed from the OAH, at a cost of $80 per hour.

Our analysis of the workload of the Board of Control’s local mandates
unit indicates that 1000 hours is a reasonable estimate of the hearing and

re-hearing workload which the commmission is likely to experience in the
udget year.

The commission’s budget request, however, contains more funds for this
purpose than will actually be re%‘lilired. The Department of General Serv-
ices “price book” lists hearing officer services at a cost of $67.55 per hour
for 1985-86, rather than the $80 per hour which the commission has es-
timated. Thus, on the basis of its estimate of 1,000 hours of hearing officer
services, only $68,000 will be required.

Consequently, we recommend that Item 8885-001-001 be reduced by
$12,000 to eliminate overbudgeting for the costs of hearing officer services
in 1985-86. We further recommend that the commission report to the
fiscal committees, prior to budget hearings, regarding the extent to which,
and in what capacity, it intends to utilize hearing officers in the budget
year.

STATE MANDATES CLAIMS FUND
Item 8885-101 from the General

Fund Budget p. GG 147
Requested 1985-86 .........ccovvuenmrninivnnereneicsennesesssosssssnssssenesssaans $5,000,000
Estimated 1984-=S85.......vverierieresisioreesessesrssseseesssssessssessesssesssssossons None
ACHIA] 198384 ...t cerenecsrereserssesstesstessessne st eesse st sransresene None

Requested increase $5,000,000
Total recommended reduction .......ienicrmnercnrincnonnecnnnens None

GENERAL PROGRAM STATEMENT

The State Mandates Claims Fund is a continuously appropriated fund
from which local governments are reimbursed by the Commission on
State Mandates for the costs of state mandated local programs, provided
the statewide cost for the first twelve months during which the mandate
is implemented does not exceed $500,000. The fund was established by Ch
1459/84 (SB 2337), which also appropriated $10 million to the fund.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes to appropriate $5 million from the General Fund
to the State Mandates Claims Fund in 1985-86. According to the Depart-
ment of Finance, the $5 million requested in the budget is intended to
ensure that the unencumbered balance in the Claims Fund is sufficient to
cover the costs of all mandates eligible for reimbursement from the fund
in the budget year.
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STATE MANDATES CLAIMS FUND—Continved

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The budget requests a $5 million General Fund appropriation to the
Claims Fund in 1985-86. This appropriation would be sufficient to fund at
least 10 eligible mandates—those with statewide costs of $500,000 or less—
in the budget year. ,

In addition, it is likely that all or a significant portion of the original $10
million agi)ropriation to the Claims Fund contained in Chapter 1459 will
be available for expenditure in the budget year, because only mandates
found by the Commission on State Mandates may be reimbursed from the
fund. At the time this analysis was prepared, the commission had yet to
take any action regarding funding for specific mandates.

Because the carryover balance available from the Claims Fund in 1985-
86 is unknown, we have no analytical basis for concluding that the addi-
tional $5 million requested is the precise amount required to fund eligible
mandates in the budget year. We believe, however, that an appropriation
to the fund is (a) prudent, in order to maintain a sufficient ba.lpance in the
fund to cover the costs of all mandates eligible for reimbursement from
the fund, and (b) consistent with the intent of the Legislature in enacting
Chapter 1459.

. ’gherefore, we recommend approval of the $5 million requested in the
uaget.

OFFICE OF ADMINISTRATIVE LAW
Item 8910 from the General

Fund Budget p. GG 149
Requested 198586 ......cucieevinenennnrensneerneserssssssssssessasnsasssssssras $2,880,000
Estimated 1984-—85............ccceeevveecernenne 2,591,000
Actual 1983-84 .. cresrsanstssrtertesarsanse 1,714,000

Requested increase (excluding amount

for salary increases) $289,000 (4-11.2 percent)
Total recommended reduCtion ............cveeeeiverneerienenseeeseseerenes 271,000
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Informal Regulations Review Program. Recommend that 1607
the office report at budget hearings on what action it will
take during the remainder of the current year and the
budget year to implement the AB 1013 program.

2. Informal Regulations Review Program—Staff. Reduce Item 1608
8910-001-001 by $125,000. Recommend reduction because
anticipated workload does not justify the number of re-

. quested positions.

3. Legislative Review Staff. Reduce Item 8910-001-001 by $68,- 1609
000. Recommend reduction to eliminate requested posi-
tions because workload can be managed by existing staff.

4. Potential Office Relocation. Reduce Item 8910-001-001 by 1609
$55,000. Recommend reduction to eliminate overbudget-
ed relocation funds.
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5. Publications. Reduce Item 8910-001-001 by $14,000. Rec- 1610
ommend reduction to eliminate funding for unjustified
printing expenditures.

6. Office Automation. Recommend Budget Bill be amended to 1610
require that the office submit to the Legislature an ap-
proved feasibility study before spending $111,000 to install
a new automated system.

7. Technical Overbudgeting Issues. Reduce Item 8910-001-001 1611
by $9,000. Recommend reduction to eliminate funding
for overbudgeted items.

GENERAL PROGRAM STATEMENT

The Office of Administrative Law (OAL), established by Chapter 567,
Statutes of 1979, provides executive branch review of all' proposed and
existing regulations promulgated by state agencies in order to reduce the
number and improve the quality of state regulations. v

The OAL carries out its statutory mandate through four basic functions:

(1) Review of Existing Regulations. The OAL oversees the multi-
year review by state agencies of all regulations adopted by those
agencies prior to July 1980 to ensure that the regulations comply
with the standards of necessity, authority, clarity, consistency, refgr-
ence and nonduplication (as set out in Government Code Section
11349 et seq.). .

(2) Review of New Regulations. The office reviews all new regula-
tions (including emergency regulations) proposed by state agen-
cies for compliance with the aforementioned standards.

(3) Review of Informal Regulations (“AB 1013” Program). Pursu-
ant to Chapter 61, Statutes of 1982 (AB 1013), OAL is required to
examine all informal regulations (including administrative guide-
lines, rules, orders, bulletins, or standards) used by state agencies.
This review is intended to identify those informal regulations
which, because of their de facto regulatory effect, must be formally
adopted under the Administrative Procedure Act in order to be
enforceable. :

(4) Maintenance of the California Administrative Code. The OAL
is responsible for the publication, maintenance and-distribution of
the Code, which lists all existing state regulations. ’

The office has 50.6 authorized personnel-years in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes an appropriation of $2,880,000 from the General
Fund for support of the Office of Administrative Law in 1985-86. This is
$289,000, or 11.2 percent, more than estimated current-year expenditures.
This increase will grow by the amount of any salary or staff benefits
increase approved for the budget year.

Table 1 presents a summary of OAL’s expenditures and personnel-years
for the three-year period ending June 30, 1986.
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Table 1
Office of Administrative Law
Budget Summary
1983-84 through 1985-86
{dollars in thousands)

Change,
1985-86 over
Actual Estimated  Proposed 1984-85
1983-84 1984-85 1985-86 Amount  Percent
Personal Services ... $1,430 $2,126 $2,309 $183 8.6%
Operating expenses and equipment .. 285 465 571 106 22.8
Total EXPENSES «covevcrecrrrrresresssssssiensn $1,715 $2,591 $2,880 . $289 11.2%
Personnel-years ........esnssmmmmmssenses 382 50.6 55.2 ) 46 9.0

Agency Proposes Several Budget Changes

Table 2 shows the proposed changes in OAL’s budget for 1985-86. Work-
load adjustments consist of: (1) a $104,000 reduction to reflect completion
in the current year of a project to reformat the California Administrative
Code; and (2) a net increase of $131,000 for the AB 1013 program.

Proposed program changes include: (1) an increase of $111,000 for a
new office automation system; (2) a $75,000 augmentation to cover poten-
tial relocation costs associated with moving the agency’s offices; and (3)
an increase of $68,000 for two additional positions for legislative review
activity. '

Table 2
Office of Administrative Law
Proposed 1985-86 Budget Changes
(dollars in thousands)

. General Fund
1984-85 Expenditures (Revised) $2,591
Baseline Adjustments
Salary Increases 7
Calstars Increase 1

Subtotal, Baseline Adjustments ($8)
Workload Adjustments
AB 1013 Program:
Establishment of Permanent Positions (5) 244
Elimination of Limited-Term Positions (2) —113
Administrative Code Project Completion -104
Subtotal, Workload Adjustments ($27)
Program Changes ) :
Office Automation $111
Office Relocation . 75
Legislative Unit 68
Subtotal, Program Changes ($254)
1985-86 Expenditures (Proposed) $2,880
Change From 1984-85:
Amount. $289
Percent 11%

ANALYSIS AND RECOMMENDATIONS

‘“INFORMAL REGULATIONS” REVIEW PROGRAM :

The Supplemental Report of the 1984 Budget Act directs the Legislative
Analyst to include in the Analysis of the 1985-86 Budget Bill a report on
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the advisability of transferring from OAL to the state Department of
Justice (DQ)]) the responsibility for reviewing “informal regulations.” The
supplemenatal report also directed the OAL to report on the development
of its informal regulations review program. The OAL complied with this
directive bby submitting its report on November 1, 1984. ’

Backgroand. Chapter 61, Statutes of 1982 (AB 1013), prohibits, ef-
fective Jannuary 1, 1983, any state agency from enforcing an “informal
regulation’ when it has the effect of being a “regulation” as defined under
Section 11342 of the Government Code. An informal regulation can take
the form of a guideline, criterion, order, bulletin, or standard of general
applicationn. Chapter 61 requires agencies to formally adopt these informal
rul%s in aceordance with the provisions of the Administrative Procedure
Act (APA) , and provides a mechanism to ensure that regulations cited by
OAL are not reinstated as informal rules. ’

The OAL’s responsibilities under Chapter 61 are: (1) to determine
when such “informal regulations” should have been adopted pursuant to
the APA; (2) to make such determinations known to the affected agency,
the Governor, the Legislature, the courts and the public; and (3) to pub-
lish these d eterminations in the California Administrative Notice Register.

During hearings on the 1984-85 budget, the Legislature expressed its
concern over the delays in initiating the AB 1013 program. Believing that
reassignme nt of the program might hasten implementation, the Legisla-
ture directed our office to evaluate the option of transferring the program
to the Department of Justice.

Analysis. Our review indicates that transfer of the AB 1013 pro-
gram is not warranted on Erogrammatic grounds, for two reasons. First,
we believe this program is best managed by a control agency having both
oversight and managerial experience. Our analysis indicates that these
attributes are appropriate because the implementation of the AB 1013
program regquires the administering agency in effect to enforce regulatory
discipline ©n state departments. The OAL currently performs control
agency funetions; the DOJ—which is basically a client- or service-oriented
agency—generally does not. .

‘Second, txransfer of the program would result in an unnecessary duplica-
tion of state resources. Currently, statewide expertise in the drafting,
review, and screening of regulations rests with OAL. If the AB 1013 pro-
gram were transferred to the DQJ, departments would have to deal with
two separate state agencies on the same set of regulations. Under such a
bifurcated systemn, there would have to be some duplication of expertise
among the agencies. There would also be the potential for disagreement
betw:aien the two agencies as to how informal regulations should be inter-

reted.

P For these reasons, we conclude that, on a programmatic basis, the AB
1013 program should not be transferred to DOJ. On the other hand, we
recognize that given OAL’s dismal record in implementing the¢ Legisla-
ture’s policies as expressed in AB 1013, leaving the program with OAL may
not accomp lish the Legislature’s objectives in an effective manner either
(see below) . ' '

Office Should Report On Program Implementation

We recomamend that the office report to the Legislature at the budget
hearings on (1) what AB 1013 activities will be completed by June 30, 1985;
(2) why the two positions given to OAL in the current year were not used
for the AB 14013 program; and (3) what specific assurances can be given
that the pregram will be underway in 1985-86. ‘
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In asking us to evaluate the appropriateness of keeping the AB 1013
Frogram with OAL, the Legislature clearly was concerned with OAL’s
ack of progress in implementing the Erogram. At the time of the hearings
on the 1984-85 budget, the office had basically done nothing to implement
this program in the 15-month period since the effective date of AB 1013.

In the current year, OAL was authorized two limited-term positions in
order to prepare for the implementation of the AB 1013 program. At the
time this analysis was prepared, however, one position hac? not been filled,
and the second position had been redirected to other regulatory review
duties. The OAL has, in effect, put the program “on hold” until the issue
of which agency should perform this function is resolved by the Legisla-
ture.” ‘

We believe the office’s failure to proceed with implementation of the
program is inexcusable.

Despite the lack of any progress to date, it is possible that the office may
take action to implement its statutory responsibility as required by AB
1013, First, O AL has indicated that, if the Legislature opts to keep respon-
sibility for the program with the office, OAL will adopt regulations for the
program prior to the end of the current year. Second, the office has
requested positions in the budget year to actually perform these informal
regulation reviews. -

So that the Legislature can evaluate OAL’s commitment to implement-
ing this program, we recommend that the office report to the Legislature
at the budget hearings on (1) what AB 1013 activities will be completed
by June 30, 1985; (2) why the two positions given to OAL in the current
year were not used for the AB 1013 program as the Legislature intended;
and (3) what specific assurances can be given to the Legislature by OAL
that the program will be underway in 1985-86. '

Ageﬁcy's Waeorkload Estimates Do Not Justify Staffing Level

We recommend that $125,000 requested from the General Fund be
deleted because projected informal regulation workload justifies only two
of the five requested positions. We further recommend that the two posi-
tions be authorized on a one-year, limited-term basis only, (Reduce Item
8910-001-001 by $125,000). ' .

" The budget for OAL requests $239,000 in 1985-86 to support five new

permanent positions (four attorneys and one clerical) for the review of
informal regulations; including the two limited-term attorney positions
authorized in the current year. ‘

Our analysis indicates that the proposed staffing augmentation is exces-
sive.

The OAL maintains that the only existing state function that is compara-
ble to the AB 1013 reviews is the Attorney General’s (AG) Opinions Unit.
Using that unit’s average workload standard of 101 hours per opinion, OAL
argues that the 75 reviews it will undertake in 1985-86 would require 4.1
professional positions.

Our review indicates, however, that the OAL review function is not
comparable ‘to the AG Opinions Unit function. A legal opinion requires a
comprehensive formal legal analysis, whereas the scope of a regulation
review is much narrower, involving only a determination of whether a
particular innformal rule qualifies as a “regulation” under the APA.

“Our analysis suggests that a workload standard of 40 hours per determi-
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nation would provide a more reasonable basis on which to budget re-
sources for the AB 1013 program in 1985-86. Using this standard, the office
would need only two leglﬂ positions and $114,000 to handle this activity in
the budget year. Accordingly, we recommend a reduction of the remain-
ing funds, for a General Fund savin%(sl of $125,000. Given the uncertainty
surrounding the level of ongoing workload under this program, we further
recommeng that these two attorney positions be authorized on a one-year,
limited-term basis (termination on June 30, 1986).

Request for Additional Legislative Unit Staff Has Not Been Justified

We recomrnend a General Fund reduction of $68,000 because the office
can manage 1ils legislative review workload with its existing staff.

The agency requests $68,000 to support two new positions for various
legislative review tasks. Currently, OAL has two staff members involved
in this activity: a deputy director who, in addition to other responsibilities,
serves as head of the Legislative Unit, and one staff analyst assigned from
the office’s administrative unit. According to OAL staff, certain legislative-
related tasks are not being performed because the office does not have
sufficient staff. As an example, the office notes that it was unable to com-
ment on several bills heard during the 1983-84 Session that proposed
exemptions from OAL regulatory reviews.

Our analysis indicates, however, that OAL can perform these tasks with
its existing staff. Based on the office’s own workload analysis, the OAL
would need only 1.1 personnel-years during 1985-86 to perform all neces-
sary legislative activities. Since the agency currently has two positions
assigned to these tasks, there is no apparent need for any additional posi-
tions. '

Furthermore, up to one-third of the legislative review tasks identified
by the office could be performed by existing staff in OAL’s Public Pro-
grams Division. In addition to a newly appointed Deputy Director for
Public Programs, this division currently has five positions. The agency’s
workload analysis apparently did not take into account the services or
availability of these staff members. -

Thus, our review of the data provided to us by OAL indicates that there
is no need at this time to add resources for the legislative unit. According-
ly, we recomimend deletion of the two new positions, for a General Fund
savings of $68,000.

Agency Overbudgets Cost of Relocating Its Office

We recommaend a $55,000 reduction from the General Fund to eliminate
overbudgeting for rent. (Reduce Item 8910-001-001 by $55,000.)

The OAL requests $75,000 in additional funding to relocate its offices
during 1985-86. Of the requested amount, $65,000 is proposed for addition-
al rent and $10,000 is requested for moving expenses. In support of its
proposal, OA L. reports that the Office of Space Management (OSM) in the
Department of General Services concluded in a 1983 evaluation that the
current office space (ag}_)froximately 11,000 square feet) is insufficient to
accommodate OAL’s staff of 52 employees. Based on the assumption that
OAL’s staff wrould increase over the next four years to 60 positions, the
OSM concluded that OAL needs a total of approximately 12,000 square
feet of office space.

Our review- found that while OAL’s need for additional office space is
reasonable, thie requested level of funding is not. Our calculations indicate
that OAL may need up to $40,000 on an annual basis to acquire the
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additional office space, but will need no more than $10,000 in 1985-86 for
additional rent costs. This is because, according to OSM, it takes at least
nine months to relocate an agency. Consequently, the office needs at
maximum three month’s in additional rent support.

For this reason, we conclude that $20,000 is a more reasonable estimate
of total budget-year costs to relocate OAL ($10,000 for additional space
and $10,000 for moving costs). Accordingly, we recommend a General
Fund reduction of $55,000 from Item 8910-001-001.

Printing Budget Is Excessive

We recommend that $14,000 of the $60,000 requested from the General
Fund for prin ting be deleted because it is not necessary to reprint existing
publications.

The budget proposes $60,000 for OAL’s printing expenses in 1985-86.
This amount represents a 10 percent reduction from estimated current-
year expenditures ($67,000), but a 150 percent increase over actual print-
ing expenditures in 1983-84 ($24,000).

We have several concerns regarding the amount requested. First, our
review of the agency’s printing budget for 1985-86 indicates that some of
the requested funds would be used to reprint publications that are being
produced for the first time in the current year. For example, OAL is
spending $10,500 in 1984-85 for three brochures (4000 copies each) and
one new publication, none of which will be available until May or June
1985. The %udget, however, proposes approximately $10,000 for reprinting
these publications, even though the ori'final distribution of these docu-
ments will probably not take place until 1985-86.

The budget also proposes to spend:

+ $1,000 to reprint an OAL flowchart, even though there is no indication
that the current supply will be exhausted in 1985-86, and

» $3,000 to increase publication of a general-interest newsletter from
four to six times a year, even though thus far in the current year the
office has yet to publish even one newsletter.

Accordingly, we conclude that only $46,000 of the $60,000 requested for
printing is justified, and therefore recommend a General Fund reduction
of $14,000 in the office’s printing budget.

Agency Should Submit Report Before Ordering
New Office Automation System

We recominend that the Legislature adopt Budget Bill language prohib-
iting the Office of Administrative Law from spending any funds for an
office automation system until 30 days after it has submitted to the Legisla-
ture a feasibility study report approved by the Department of Finance.

The budget requests $111,000 for the development and installation of an
office automation system in 1985-86. The request involves the acquisition
of additional equipment that, in conjunction with the agency’s current
word-processing equipment, would permit OAL attorneys to use desk-top
terminals to review, draft and edit documents. In addition, the system
would (1) provide spreadsheet capability to management staff and (2)
improve current OAL procedures relating to the agency’s maintenance of
the California Administrative Code.

Existing law provides specific guidelines and procedures that agencies
must observe prior to acquiring sophisticated electronic data processing
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systems. Generally, a project of the scope being proposed by OAL must
be justified in advance by a Feasibility Study Report (FSR) approved by
the Office of Information Technology in the Department of Finance. The
FSR formally identifies specific goals, plans, costs, and expected savings
associated with a proposed automation project.

As of early February 1985, OAL had not submitted its FSR for the
proposed office automation system. According to OAL staff, the FSR
should be completed by April. The Department of Finance has notified
OAL that no expenditures for OAL’s office automation system may be
incurred until the proposal has been approved.

In order to maintain legislative control over expenditures for this
project, we recommend that Item 8910-001-001 of the Budget Bill be
amended to include the following provision, which will give the Legisla-
ture an opportunity to review the approved FSR before any funds for the
project are spent. ,

Up to $111,000 of the funds appropriated in category (b) of this item are
to be used exclusively for the development and operation of an office
automation system and shall be expended no sooner than 30 days after
the fiscal committees and the Joint Legislative Budget Committee re-
ceive a copy of a feasibility study report for the system as approved by
the Department of Finance.

Technical Overbudgeting Issues

We recommend a General Fund reduction $9,000 to eliminate funding

for overbudgeted expenditures, as follows: _

e Contingency Budgeting for Consultants. The budget . includes.
$5000 for the “possibility” of unidentified consulting expenses. With-
out a clear identification of need, this request constitutes contingency
budgeting, which impedes legislative control over the budget.

o Double-Budgeted Office Relocation Expenses. The agency’s re-
quest for moving expense was inadvertentlyvduglicated in part by
including $4000 for this purpose in the agency’s baseline budget.

MILITARY DEPARTMENT

Item 8940 from the General : "
Fund and Federal Trust Fund ' Budget p. GG 151

Requested 1985-86 .......ccovrreeviriivnmeeeneenirenensserneesiensensemsesessssecssones $18,218,000 .
Estimated 1984-85.... 17,469,000
Actual 1983-84 ........oceierccennrnescseinniessrersensasssneessstensaesssssessens 15,969,000
Requested increase (excluding amount
for salary increases) $749,000 (+4-4.3 percent)

Total recommended reduction ................. ersersisesensnerssensrarsssssense 93,000
1985-86 FUNDING BY ITEM AND SOURCE

Item—Description ' Fund Amount
8940-001-001—Support General $18,126,000
8940-001-130—Support ’ AWOL Abatement . 2,000
8940-001-890-—Support Federal Trust (12,499,000)
8940-011-001—Armory improvement General 90,000
Reimbursements (1,276,000)

Totals $18,218,000
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Analysi
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS pagyem
1. CSTI Operations Costs. Reduce Item 8940-001-001 by $93,- 1613
000 (General Fund). Recommend elimination of funds
for maintenance and utilities at CSTI because the funds
should be included in OES budget.

GENERAL PROGRAM STATEMENT

The functions of the Military Department are to (1) protect the lives
and property of the people in the state during periods of natural disaster
and civil disturbances, (2) perform other duties required by the California
Military and Veterans Code, or as directed by the Governor, and (3)
provide military units ready for federal mobilization.

The Military Department consists of three major units: the Army Na-
tional Guard (21,084 authorized officers and enlisted personnel), the Air
National Guard (5,541 authorized personnel), and the Office of the Adju-
tant General. Staffing funded through the budget totals 619.3 personnel
years in 1984-85.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes appropriations of $18,218,000 from the General
Fund ($18,216,000) and the AWOL Abatement Fund ($2,000) for support
of the Military Department in 1985-86. This is an increase of $749,000, or
4.3 percent, above estimated current-year expenditures. This increase will

ow by the cost of any salary or staff benefit increase approved for the

i1dget year for the department’s civil service (nonuniformed) em-
ployees. - -

The budget does not include any funds for General Fund inflation
adjustments for operating expenses and equipment ($24,000). Presuma-
bly, these costs will be financed by diverting funds budgeted for other
purposes.

e total proposed budget for the Military Department, including state
and federal funds, is approximately $274 million—an increase of $10 mil-
lion, or 3.8 percent, above estimated current-year expenditures (see Table
1). Of the $255 million in federal funds, $12 million is appropriated through
the Budget Bill. The remainder is administered directly by the federal
government. The proposed General Fund appropriation accounts for 6.6
percent of the department’s total proposed expenditures in 1985-86.

‘Table1
Military Department -
Budget Summary |

1983-84 through 1985-86
{dollars in thousands)

Change from

Actual Estimated  Proposed 195485 to 1985-86
Program 1983-84 1984-85 198586  Amount  Percent
Army National Guard ......c.ccceeeeemecenns .. $159,840 $168,810 $177,215 $8.405 " 50%

Air National Guard.......ccoemmessseneiinn T 97,069 87,833 92,290 4457 5.1
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Adjutant General
undistributed ..........cneriicnienienne 1314 1,260 1,333 73 5.8
(distributed) ......-cueee. . (3,431) (4,122) (4475) (353) 86
Support to Civil Authority 1,255 2,893 —.  —2893 —100.0
Military Retirement ............ 1,692 1,837 1,813 —~24 -13
State Military Reserve.... — 240 240 - =
Farm and Home Loan . 72 72 72 - -
Impact Program ... 831 1,265 1,426 161 127
Unallocated . General Fund Reduc- .
tion — — —24 -4 NMF
Totals $262,073 $264,210 $274,365 $10,155 ... 38%
Funding Sources
General Fund .........eersvevseeeessorinns $15969 $17,467 818216 $749 43%
Federal funds. 244,954 244,596 254871 10275 42
AWOL Abatement Fund — 2 2 — —
Reimbursements.........oereenne . 1150 2145 - 1276 - 869 —40.5

General Fund share of total ....... 6.1% 6.6% 6.6% — —

NMEF: not a meaningful figure.

ANALYSIS AND RECOMMENDATIONS -
Operating Costs for CST! Should Be Budgeted in OES

We recommend that funds budgeted for utilities and maintenance costs
for the California Specialized Training Institute be deleted because these
funds should be included in the OES budget, for a General Fund savings
of $93,000 (Item 8940-001-001). -

Last year the Legislature approved the transfer of funding for the Cali-
fornia Specialized Training Institute (CSTI) from the Military Depart-
ment to the Office of Emergency Services (OES). The CSTI, which is
located at the department facilities at Camp San Luis Obispo, provides a
training program primarily for planning and emergency management in
connection with earthquakes, hazardous materials, fire, and other disas-
ters, as well as peace officer safety and field tactics. The Military Depart-
ment has continued to operate CSTI during the current year under a
contract with OES, but plans to transfer control of the institute to OES in
the budget year. Consequently, the department proposes to eliminate 20
positions that currently operate CSTI and reduce reimbursements from
OES by $968,000 in 1985-86. o , ‘

The OES budget includes only. $13,500 for CSTI’s facilities operations,
although the' Military Department has identified utilities and mainte-
nance costs of approximately $106,000. The remaining amount (approxi-
mately $93,000) is funded from the Military Department’s General Fund
support appropriation for Camp San Luis Obispo. ’

Because all eosts associated with CSTI should Ig)e reflected in the budget
for OES, we recommend that the department’s General Fund request be
reduced by $93,000 (Item 8940-001-001). * _

We have identified several concerns regarding the budget request for
the CSTI. We discuss these concerns in our analysis of the OES budget,
where we withhold recommendation pending review of OES’s final plans
for operating CSTI (please see our analysis of Item 0690).




1614 / GENERAL GOVERNMENT Item 8940

MILITARY DEPARTMENT—CAPITAL OUTLAY

Item 8940-301 from the General
Fund, Special Account for
Capital Outlay and the Fed-

eral Trust Fund Budgef p- GG 159
Requested 1985-86 ...........o..ooceereessssnns A $18,065,000
Recommended approval ... 14,567,000
Recommended reduction ........ eeeterseressaseressatetaanetssasnosasarans - 2,980,000
Recommendation Pending ... 518,000

: , Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDTIONS page

1. Withhold recommendation on the following three projects, 1615
pending receipt of additional information:

o Item 8940-301-036 (2), Off-street Improvements, Fresno
Armory ($113,000).

o Item 8940-301-036(3), Armory Building, Fairfield
($107,000). - -

o Item 8940-301-036(5), Storm - Drains, - Sacramento
($298,000). - : '

2. Project Planning of Projects Financed from Federal Funds. 1616
Reduce by $50,000. Recommend that the amount budg-
eted for project planning, working drawings, and supervi-
sion of construction to be financed from federal funds be
reduced, because a portion of the request is premature.

3. Armory Building Acquisition—San Jose. Reduce by $2,930,- 1616
000. Recommend that acquisition funds requested to fi-
nance a new site for the San Jose Armory be deleted because

(1) the department has not provided adequate information
to establish the need for replacing this facility and (2) the
amount budgeted for acquisition is excessive, given proper-
ty values in the area. =
4. Armory Fund Loan. Recommend that prior to budget hear- 1617
" ings, the Department of Finance provide a cash flow analy-
sis for the Armory Fund indicating the availability of funds
to repay loan funds appropriated from the SAFCO under
Item 8940-301-036. A

ANALYSIS AND RECOMMENDATIONS

The budget contains $4,042,000 from the General Fund, Special Account
for Capital Outlay (SAFCO), under Item 8940-301-036 and $14,023,000
from the Federal Trust Fund under Item 8940-301-890 for capital outlay
projects. to be undertaken by the Military Department. Table 1 summa-
rizes the department’s request. Budget Bill language specifies that
$3,448,000 of &e‘ funds requested from the SAFCO would be provided in
the form of a Joan to the department, to be repaid using the proceeds from
disposal of unused armories received by the Armory Fund. The language
appropriates sufficient funds from the Armory Fund to repay principal
ang interest on the loan. ‘
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'i'abla 1
Military Department
1985-86 Capital Qutlay Program
{dollars in thousands)

Federal
v Trust
Project . Phase® SAFCO®  Fund Total
Project Planning, Working Drawings and Supervision of ]

Federally Financed Construction ... Pw $336 — $336
Fairfield Armory pw 107°¢ $40 197
Fresno Armory, off-site IMPIOVEMENLS ..oo....cveeesesuresserse pwe 113¢ L= 113
San Jose Armory ... a 2,930 ¢ — 2,930
Sacramento Storra Drains we 298 — 298
Mirior Projects ..... pwe 258 = 258
Other Federal Comnstruction Funds ... c ~— - 13983 13,983

Totals : $4,042 $14,023 $18,065

2 Phase symbols iradicate: a = acquisition; p = preliminary plans; w = working drawings and ¢ = con-
struction. ' .

b General Fund, Special Aécount for Capital Outlay

¢ Loan from SAFCQ; to be repaid from Armory Fund

PROJECTS RECOMMENDED FOR APPROVAL ‘

The budget includes $258,000 under Item 8940-301-036(6) for minor
capital outlay” projects ($200,000 or less per project) for the Military De-
partment. The funds would be used to provide paving of vehicle storage
compounds at four armories in the state. We recommend approval of the
requested funds. , :

Item 8940-301-890 appropriates $14,023,000 from the Federal Trust Fund
for various capital outlay projects to be financed from federal funds. The
request includes $11,530,000 for projects at Air National Guard facilities
located at Fresno, March Air Force Base, Miramar Naval Air Station and
Moffett Field. The projects range in cost from $150,000 for a refueling
office at March AFB to $5 million for an operations center at Miramar. In
addition, $2,493,000 is proposed for eight projects at Army National Guard
facilities. The projects range in cost from $73,000 for improving the main-
teriance shops at Oroville to $1 million for renovations at Camp Roberts.
We recommend approval of the requested funds.

PROJECTS FOR WHICH RECOMMENDATION IS WITHHELD

We withhodd recommendation on Item 8940-301-036(2), (3), and (5),
pending receipt of additional project scope and cost information.

The budget includes funds for three projects for which we withhold
recommendation, pending receipt of additional project scope and cost
information. The requested projects, and the additional information that
is needed, are as fo]?oWs: : : :

o Item 8940-301-036 (2), working drawings and construction for off-site
Improvements for the new Fresno Armory ($113,000). This work
represents off-site improvements related to a previously approved
project—eonstruction of a new armory in Fresno. The Department of
Finance inndicates that although the requested amount would provide
100 percent state funding of the improvements, federal funds may
become awailable to finance a portion of the project. Pending a deter-
mination of the federal government’s participation in this project and
receipt of detailed project cost information, we withhold recommen-
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MILITARY DEPARTMENT—CAPITAL OUTLAY—Continued

dation on the $113,000 requested in the budget.

o Item 8940-301-036 (3), preliminary plans and working drawings for an
armory building, Fairfield - ($107,000). We withhold recommenda-
tion, pending receipt of project scope and cost information that is
being devéloped by the Office of State Architect (OSA).

o Item 8940-301-036(5), working drawings and construction for storm
drains, Sacramento ($298,000). We withhold recommendation on
requested funds, pending receipt of additional project scope and cost
information that is being developed by OSA. '

RECOMMENDED REDUCTIONS/DELETIONS
Project Planning—Statewide ¢

We recommend that Item 8940-301-036(1), $336,000 for project plan-

ning, working drawings, and supervision of construction to be financed
from federal funds, be reduced by $50,000 because a portion of the request
is premature. ‘ .
- Item 8940-301-:036(1) coritains $336,000 for (1) project planning, work-
ing drawings, and supervision of construction for projects financed from
federal funds ($248,000) and (2) advanced planning for, other improve-
ments to. department facilities ($88,000). Tﬁe federal government pro-
vides only partial funding for architectural/engineering (A/E) services
for Military Department projects. Consequently, the budget typically pro-
vides state funds to finance the remaining costs.

Our analysis indicates that a portion of this request is premature. The
request includes $50,000 to fund A/E services for a new maintenance shop
at San Jose. This facility would be located on a new site proposed for the
San Jose Armory, discussed later in this analysis. The department indi-
cates, however, that federal funding of the proposed construction is not
anticipated wuritil 1987-88.

Because there is no basis for determining whether or not federal financ-
ing will be available for the San Jose project in 1987-88, the request for
state funds for A/E services on this project is premature. -

The balance of funds proposed uncﬁer this item relate to projects which
are proposed for funding in 1986-87. These funds should be approved. We
therefore recommend that Item 8940-301-036 (1) be reduced by $50,000 to
delete funds associated with the San Jose project.

San Jose Armory Acquisition

We recommend deletion of Item 8940-301-036 (4), $2,930,000 for acquisi-
tion funds for a new armory in San Jose, because (1) the department has
not provided adequate information to establish a need for replacement of
the existing facility, and (2) the amount proposed for acquisition is exces-
sive, given land value in the area.

The budget includes $2,930,000 for the acquisition phase of a proposal
to relocate the San Jose Armory. The department indicates that this
amount would fund the first phase of a program under which an armory
in a “highly desirable” location (commercial or civic) would be sold, and
the proceeds used to fund the state share of a replacement facility in the
same locale. The department anticipates that because of the high value of
the existing armory parcel for commercial or civic development, sufficient
funds wi]l%)e generated from the sale to fund both the replacement ar-
mory and another new armory elsewhere in the state.
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The proposed new facility would include a 39,500 square foot building
on a six-acre site. The estimated future cost for preliminary plans, workin
drawings anad construction of the new facility is $3,114,000 to be funde
from a combination of federal ($2,070,000) and state ($1,044,000) funds.

The depa rtment has not provided any information to indicate why the
existing facility is inadequate or cannot be remodeled to meet the needs
of the department. Moreover, no information has been developed to indi-
cate the potential revenues to be generated if the existing facility is sold.
We therefore have nothing to confirm the need for relocation of this
armory, and consequently we recommend deletion of the proposed acqui-
sition funds, for a reduction of $2,930,000.

Acquisition Costs Excessive. Our review of land costs for major in-
dustrial and business park development in the San Jose area indicates that
acquisition eosts for a new armory could range between $5 per square foot
for parcels in outlying areas to $13 per square foot for highly desirable
commercial land. The department’s request reflects a potential cost of
over $11 per square foot. In view of the fact that the purpose of the
department’s request is to relocate the armory from highly desirable com-
mercial and civic areas, we would expect costs for a new site to fall toward
the low end of the cost range for land in the area. In order to provide the
necessary acquisition cost data for legislative consideration of this request,
the departm ent needs to develop budget estimates based on appraisals of
potential sites. The department should retain the services of rie Depart-
ment of Gerneral Services, Office of Real Estate Services, to develop this
information. ‘

Armory Funds To Repay SAFCO

We recommend that prior to legislative hearings on the budget, the
Department of Finance provide a cash flow analysis of funds which will
be available in the Armory Fund to repay the proposed loan from the
General Fund, Special Account for Capital Outlay.

The Budget Bill indicates that $3,448,000 requested from the SAFCO for
the Fresno, Fairfield, and San Jose armories would be provided in the form
of aloan, to be repaid using the proceeds from disposal of unused armories
received by the Armory Fund. A similar provision contained in the 1984
Budget Act requires that a $615,000 loan for construction of the Fresno
armory be re paid. All repayments are to include interest based on the rate
earned by the state in &e Pooled Money Investment Fund.

The Armory Fund was created by Chapter 296, Statutes of 1983. All
proceeds from disposal of unused armories are to be deposited in the fund,
and are available for acquisition. or construction of new or replacement
armories once these amounts are appropriated by the Legislature. Money
in the fund that is not aﬁpropriated for armory purposes is also available
for appropriation for other purposes. *

The Govermnor’s Budget does not include a “Fund Condition Statement™
for the Armory Fund. Consequently, there is no basis on which to deter-
mine whether or not sufficient funds will be available in the fund to repay
the previous :and proposed loans from SAFCO. We recommend that prior
to budget hearings, the Department of Finance provide the Legislature
with (1) a furad condition statement for the Armory Fund and (2) a cash
flow analysis for repayment of these loans. :
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Suppiemental Report Language

For purposes of project definition and control, we recommend that the
fiscal subcommittees adopt supplemental report language which' de-
scribes the scope of each of the capital outlay projects approved under this
item.

SENIOR CITIZENS' PROPERTY TAX ASSISTANCE

Item 9100-101 (a) from the Gen- ‘
eral Fund Budget p. GG 160

Requested 198586 .......ooiireneerirneeeneerrcseneseresassesessassenssenenenas $8,120,000
Estimated 1984-S85.....cuuieiririreerenssssienisssssssesensosensesorsssassonssens 8,120,000
Actual 1983-84 ......cccveercrrirctninrcieersnsssssissesserstesssssssssssessaesesesssene 9,068,000
Requested increase—None ‘
Total recommended reduction ..., - 695,000
) . Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Senior Citizens’ Property Tax Assistance. Reduce Item 1618
9100-101 (a) by $695,000. Recommend reduction to cor-
rect for overbudgeting.

GENERAL PROGRAM STATEMENT

The Senior Citizens’ Property Tax Assistance program provides. partial
reimbursement for property taxes paid by homeowners with less than
$12,000 of househol(f, income who are (1) 62 years old and over, or (2)
totally disabled, regardless of age. Assistance varies inversely with income,
and ranges from 96 percent of the tax for homeowners with household
incomes not exceeding $3,000, to 4 percent of the tax for those with in-
comes between $11,500 and $12,000. The state provides senior citizens’
property tax assistance only for taxes paid on the first $34,000 of property
value, after taking into account the $7,000 homeowners’ property tax ex-
emption. Assistance provided in 1985-86 will be based on taxes paid in
1984-85.

OVERVIEW OF THE BUDGET REQUEST

The Governor’s Budget proposes that $8,120,000 be appropriated for the
cost of this program in 1985-86—the same amount as in the current year.
The budget assumes that participation in the program will remain con-
stant at 88,000 persons.

ANALYSIS AND RECOMMENDATIONS

We recommend that this item be reduced by $695,000 to correct for
overbudgeting. '

Table 1 shows the number of approved claimants and the total assistance
these claimants received in the years 1981-82 through 1984-85. The table
also presents data on the average income, the average property taxes, and
the average assistance received by all claimants. The 1984-85 data is based
on actual claims filed with Franchise Tax Board (FTB) through December
31, 1984.




